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THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


THURSDAY, MARCH 29, 1951 


Unirep Sratres SENATE, 
Tue ComMMITree ON APPROPRIATIONS, 
; Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m. in room F-37, 
the Capitol, Hon. Carl Hayden, presiding. 
Present: Senators Hayden, Ellender, McClellan, Bridges, Fergu- 
gon, and Cordon. 


FUNDS APPROPRIATED TO THE PRESIDENT 
Drrense Propucrion ADMINISTRATION 


STATEMENTS OF THOMAS E. FARRELL, DEPUTY ADMINISTRATOR; 
H. G. WILDE, ASSISTANT TO THE ADMINISTRATOR; AND BYRON 
D. WOODSIDE, DIRECOR, DEFENSE EXPANSION DIVISION 


EXPENSES OF DEFENSE PRODUCTION 
GENERAL STATEMENT 


Mr. Farretu. I have a prepared statement. Shall I read it? 

Senator Haypen. Yes. 

Mr. Farrecy.’ Mr. Chairman and members of the committee, this 
statement introduced our request for additional budgetary authoriza- 
tion to implement section 302 and section 303 of the Defense Produc- 
tion Act for the balance of this fiscal year. 


LOANS 


Section 302 provides for loans to aid in carrying out Government 
contracts for the procurement of materials or the performance of 
services for the national defense. These loans are for the expansion 
of capacity, the development of technological processes or the pro- 
duction of essential materials, including the exploration, development, 
and mining of strategic and critical metals and minerals. The loans 
are to be made only to the extent that financial assistance is not other- 
wise available on reasonable terms. 


PURCHASE AGREEMENTS 


Section 303 provides for the purchase of (or commitment to pur- 
chase) metals, minerals, and other raw materials, including liquid 
fuels, for Government use or for resale. It also provides for the 
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encouragement of exploration, development, and mining of critical 
and strategic minerals and metals. 


PRODUCTION FACILITIES 


In addition it provides for the installation of equipment, facilities, 
processes or improvements in Government plants, and for the in- 
stallation of Government-owned equipment in privately owned plants 
and other industrial facilities. 


























BORROWING AUTHORITY 


Section 304 is the section which authorizes the money for sections 
302 and 303. It authorizes the recommending agencies, subject to 
the certificate of the Defense Production Administrator and the ap- 
proval of the President, to borrow from the Treasury such sums as 
may be necessary to carry out sections 302 and 303 and the total amount 
to be borrowed is not to exceed an aggregate of $600,000,000 outstand- 
ing at any one time. 

Under section 302, the Administrator has already approved loans 
totaling-approximately $44,000,000. 

Senator Fercuson. What kind of loans are they? On- what 
facilities? 

Mr. Farrety. We have a list. 

Senator Fereuson. Please put it in the record. 

Mr. Wixpe. This is a breakdown. 

Senator Frereuson. Please give the committee an idea of what 
you are doing up to date on it. 

Mr. Wipe. May we furnish that for the record? We can give the 
exact loans. 

Senator Haypen. Yes. 
(The information referred to is as follows :) 


SEcTION 302 LOANS APPROVED 


Hazelton Steel & Tubing Co., Hazelton, Pa, 

Amount: $7,800,000. 

Rate: 4% percent. 4 

Maturity: 10 years. 4 

Payments: $250,000 quarterly. ; 

Collateral: First mortgage on all real and personal property. 

Business: A new corporation to manufacture steel ingots from which they will 
then manufacture seamless steel tubing for use in the petroleum industry. Also 
tubular product to be used in aircraft and other military necessities. 

Purpose of loan: To construct plant, buildings, utilities and fixed installa- 
tions, purchase equipment and provide some working capital ; $1,000,000 private 
capital to be paid in by borrower. 

Employees before loan: None. d 
Employees proposed after loan: 500. 


_ Marine Aircraft Corp., Fort Worth, Tez. ; 
Amount: $200,000. 4 
Rate: 5 percent. 4 
Maturity: 8 months from date of note. 
Payments: Monthly from proceeds of accounts receivabie as collected. 
Collateral: First lien on machinery and equipment, assignment of accounts 

receivable or invoices covering prime contracts with United States Navy. 

- Business: Engaged in engineering, research development, and production of 

aircraft and component parts. 

Purpose of loan: Tooling requirements and working capital. 
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Employees before loan: 63. 
Employees proposed after loan: 100. 


Green River Steel Corp., Owensboro, Ky. 


Amount: $5,000,000, 

Rate: 4% percent. 

Maturity: 10 years. ‘ 

Payments: $175,000 quarterly to RFC until $3,556,126 loan paid; thereafter 
$250,000 quarterly on DPA loan. 

Collateral: Second mortgage on all real and personal property unfit RFC paid ; 
thereafter first lien. 

Business: A new company to produce open-hearth alloy quality steels and 
forging quality carbon steels. Electric furnace, aircraft bearings, gun and shot 
quality steels, and tool steels. 

Purpose of loan: Acquisition, installation, and construction of the plant and 
equipment. Small amount of working capital. 

RFC participation: $3,526,126 in first position. 

Employees before loan: 0, 

New equity capital: $2,000,000. 

Employees proposed after loan: 800. 


Algonac Manufacturing Co., Algonac, Mich. 


Amount: $100,000. 

Rate: 5 percent. 

Maturity: Not later than 6 months from date of note. 

Payments: Proceeds of contracts. 

Collateral: 3 prime contracts with Ordnance Corps, Department of Army. 

Business: Performing such operations as forming, stamping, welding, grind- 
ing, etc., particularly for manufacturing cab closures for the Detroit ordnance 
tank automotive center. 

Purpose of loan: Working capital and small amount of equipment. 

Employees before loan: 40. 

Employees proposed after loan: 110. 


Champion Canvas Supplies, Inc., St. Louis, Mo. 

Amount: $52,000. 

Rate: 5 percent. 

Maturity: June 15, 1951. 

Payments: From collections on contracts. 

Collateral: First lien on land, buildings, and machinery. 

Assignment :. United States Navy contracts. 

Business: Manufactures canvas products such as tents, tarpaulin, field jackets, 
ete. Presently manufacturing sea bags and mattress covers for United States 
Navy. 

Purpose of loan: Working capital to perform Navy contracts, 

Employees before loan: 80. 

Employees proposed after loan: 135, 


Thompson Trailer Corp., Alexandria, Va. 

Amount: $555,000. 

Rate: 5 percent, 

Maturity: 10 years. 

Payments: $4,100 per month, 

Collateral: First lien on land, buildings, machinery, and equipment. 

Business: Manufactures commercial and radar trailers, also radar huts. 

Purpose of loan; For purchase of land, buildings, machinery, and equipment 
necessary to expand production ; also pay small bank note. 

Employees before loan: 70. 

Employees proposed after loan: 300. 
Fontaine Truck Equipment Co., Inc., Birmingham, Ala. 

Amount: $180,000. 

Rate: 5 percent. 

Maturity: 2 years from date of note. 

Payments: From collections on assigned contracts. 

Collateral: First lien on part of real and personal property; second lien on 
balance. Also assignment prime contracts. 

Business: Manufacturer of truck trailers and fifth wheels. 
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Purpose of loan: Small amount for tooling; balance for working capital. 
Employees before loan: 58. 

Employees proposed after loan: 153. 


Lawrence J. Keddy, d/b/a Keddy Machine Co., Middleton, Mass. 


Amount: $300,000. 

Rate: 5 percent. 

Maturity: 1 year from date of note. 

Payments: Monthly from proceeds of prime contracts. , 

Collateral: First lien on machinery and equipment. Assignment of prime 
contract with Army Ordnance. 

Business: Machine tools and metal fabricators. 

Purpose of loan: Purehase additional equipment and complete building ad- 
ditions. Remainder for working capital. 

Employees. before loan: 82. 7 

Employees proposed after loan: 120. 
Boston Electro Steel Casting Co., Boston Mass. 

Amount : $260,295. 

Rate: 5 percent. 

Maturity: 9 years. 

Payments: $2,700 monthly. 

Collateral: First lien on majority of machinery and equipment. Second 
lien on plant and balance of equipment. 

Business: Manufacturers plain carbon and low alloy steel castings, 

Purpose of loan: Renovation of existing equipment, purchase of new equip- 
ment, and working capital. 

Employees before loan: 101. 

Employees proposed after loan : 220. 


Standard Cable Corp., Chickasha, Okla, 


Amount : $775,000. 

Rate: 5 percent. 

Maturity : 8 months from date of note. 

Payments : From proceeds of.assigned contracts. 

Collateral: Assignment of prime contract with United States Signal Corps and 
first lien on some machinery. 

Business : Manufactures insulated wire, cable, and cord sets. 

Purpose of loan: To provide revolving fund for purchase of raw materials, 
labor, and operating costs for manufacture and production of infantry com- 
bat telephone wire for United States Army Signal Corps. 

Employees before loan: 32. 

employees proposed after loan : 432. 

Lone Star Steel Co., Dallas, Tex, 

Amount: $23,425,201. 

Rate: 4% percent. 

Maturity : Not to exceed 20 years. 

Payments: $250,000 quarterly until January 1, 1953; $1,000,000 quarterly 
thereafter. These payments to RFC on their $50,000,000 participation first mort- 
gage. After repayment of RFC loan, DPA loan payable quarterly at rate of 
$3,500,000 per year. 

Collateral: Second mortgage until RFC paid on all real and personal property. 
Also pledge with voting rights of all company stock in Texas & Northern Railroad, 
borrower's wholly owned subsidiary. 

Business: Mines coal and iron ore for its coke ovens and blast furnace opera- 
tions and produces for its own use and/or for sale pig iron, coke byproducts and 
cast-iron pressure pipe and sheetings. 

Purpose of loan: Plant expansion and new construction to enable company to 
fabricate its ingots into electric weld tubular products vital to the petroleum 
industry. 

RFC participation : $50,000,000 first mortgage loan. 

Requirement for new equity capital : $9,000,000. 

Employees before loan: 1,512. 
Employees proposed after loan: 2,837. 
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Spencer Wire @e., Hillside, N. J. 


Amount: $1,700,000. 

Rate: 5 percent. 

Maturity: 10 years. 

Payments: 12 installments of $2,500 each and thereafter $12,000 monthly. 

Collateral: First lien on Jand, buildings, machinery and equipment. 

Business: Manufactures fine, round, bare copper, bronze, and steel alloy wire. 

Purpose of loan: Majority for purchase of land, construction of plant and 
purchase of machinery and equipment. Small amount for working capital and 
retirement first mortgage bond issue. 

Employees before loan: 78. 

Employees proposed after loan: 156. 


0. L. Bryant Corp., 4610 St. Clair Avenue., Cleveland, Ohio 


Amount: $475,000. 

Rate: 5 percent. 

Maturity : 6 months from date of note. 

*‘ayments: From proceeds of contract. 

Collateral: Assignment of prime contract Quartermaster Depot, United States 
Army. 

Business: Manufactures furnaces, conversion units, hot water heaters, and 
stoves. 

Purpose of loan: Working capital to expand borrower's production of Yukon 
stoves for use in Korea and elsewhere. 

Employees before loan: 70. 

Employees proposed after lcan: 125. 
Truck Body & Equipment, Inc., St. Louis, Mo. 

Amount: $25,000. 

Rate: 5 percent. 

Maturity: 6 months from date of note. 

Payments: From collections on prime contract, Department of Army. 

Collateral: Second mortgage on parts, machinery, and equipment; first mort- 
gage on small remainder. Also assignment of prime contract Department of 


Army. 
Business: Repairs cabs, bodies, and beds of Army trucks and other truck 


repair work. 

Purpose of loan: Some new tooling, payment small indebtedness, remainder 
for working capital. 

Employees before loan: 12. 

Employees proposed after loan: 15. 

The W. L. Maxson Corp., New York 1, N.Y. 

Amount: $1,569,635. 

Rate: 5 percent. 

Maturity: 10 years. 

Payments: $12,000. monthly. 

Collateral: First mortgage on all land, buildings, machinery, and equipment. 
Assignment of notes receivable, pledge of stock in subsidiary corporation. 

Business : Develops and produces electronic and electro-mechanical components 
for computers, gun directors, remote controls, and classified weapons. 

Purpose of loan: Borrower presently in overcrowded leased quarters not capa- 
ble of expansion, will purchase land and buildings in new location for additional 
facilities, also new machinery and equipment. 

Employees before loan : 580. 

Employees proposed after loan: 1,200. 


Pacific Electrie Contractors, Inc., Anchorage, Alaska 


Amount: $293,000. 

Rate: 5 percent. 

Maturity: 6 months from date of note. 

Payments: From proceeds of contracts. 

Collateral: Assignment of three subcontracts pursuant to a prime contract with 
United States Army Engineers. 

Business: Electrical engineering. 

Purpose of loan: To provide working capital enabling company to carry out 
subcontracts regarding installation, electrical work, and materials necessary on 
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three radar stations in the Arctic regions. 
verse weather conditions. 

Employees before loan: 60. 

Employees proposed after loan: 60. 4 
United States Wire & Cable Corp., Newark, N. J. 3 

Amount: $275,000. i 

Rate: 5 percent. 

Maturity: 15 years. 

Payments : $1,500 monthly. 

Collateral: First mortgage on land, building, machinery, and equipment. 

Business: Manufactures insulated wires and cables of various sizes for elec- 
trical and electronics industry. 

Purpose of loan: Purchase of land and building including moving and set-up 
costs. 

Employees before loan: 16. 

Employees proposed after loan: 48. 4 
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Need for loan arose.as result of ad- 
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Andrews-Alderfer Processing Co., Inc., Akron, Ohio 4 
Amount: $250,000. 
Rate: 5 percent. 

Maturity: 10 years. 

Payments: $2,400 monthly. 

Collateral: First mortgage on land, buildings, machinery and equipment to be 
acquired from proceeds of loan. 

Business: Produce mechanical inflation valves for life vests and life rafts, 
earbon dioxide cylinders and fuel tank relief valves. Have also developed new 
process for producing rubber thread and foam rubber. 

Purpose of loan: Purchase of land, construction of building and acquisition of 
machinery and equipment. 

Employees before loan: 76. 

Employees proposed after loan: 150. 


Merit Sportswear Co., Boston, Mass. 


Amount: $15,000. 

Rate: 5 percent. 

Maturity : 90 days from date of note. 

’ayments: To be repaid in full from advance payment provided by Depart- 
ment of Army as Soon as such payment is processed. 

Collateral: Assignment of prime contract with Army. 

Business: Cut and manufacture men’s clothing, including field jackets, for 
the Army. 

Purpose of loan: Payment of temporary advance made to applicant by local 
bank at the request of the Army. 

Employees before loan: 30. 

Employees proposed after loan: 30. 

This loan was made as an emergency accommodation for the Department of 
Defense inasmuch as procedure for advanced payments under Executive Order 
10210 had not yet been set up. Department of Army in a letter of agreement 
will repay this loan immediately upon their advance payment being ready for 
disbursement probably within 30 days. The advance was necessary to meet 
delinquent and current payrolls and keep applicant from bankruptcy as well as 
to enable completion of contract for urgently needed Army field jackets. 


American Buslines, Inc., Chicago 5, Ill. 


Amount: $2,025,000. 
Rate: 5 percent. 
Maturity: 10 years. 
*ayments: Scheduled in increasing amount over 10-year period. % 
Collateral: First mortgage on land and buildings owned by borrower. Pledge . 
of all unpledged stock in four subsidiaries owned by borrower. First lien on 
all of borrower's operating rights. Second lien on all busses purchased from 
revolving fund. Lien on all busses now owned. 
Business: Transcontinental and incidental passenger bus transportation. 
Purpose of loan: Purchase of busses, repayment of loans, repair and rehabili- 
tation of service center terminals, working capital. 
Employees before loan: 1,483. 
Employees proposed after loan: 1,583. 
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Marman Products Co., Inc., Inglewood, Calif. 


Amount: $1,250,000. 

Rate: 5 percent. 

Maturity: 10 years. 

Payments: $10,500 monthly. 

Collateral: First mortgage on land, buildings, machinery, and equipment to 
be purchased and $600,000 of accounts receivable. 

Business: Manufacture of clamps, couplings, and fastening devices used on 
aircraft. 

Purpose of loan: Purchase of land, construction of building, acquisition of 
machinery and equipment. 

Employees before loan: 374. 

Employees proposed after loan: 750. 
Roller Bearing Co. of America, Trenton, N. J. 

Amount: $1,350,000. 

Rate: 5 percent. 

Maturity: 20 years. 

Payments: $5,625 monthly. 

Collateral: First mortgage on land, buildings, machinery, and equipment ac- 
quired by the loan. Assignment of interest in Raritan Bearing Co. 

Business: Manufacture of roller bearings, 

Purpose of loan: Purchase of land, construction of building, and acquisition 
of machinery and equipment. 

Employees before loan: 202. 

Employees proposed after loan: 385. 


Arctic Block Construction Co., Fairbanks, Alaska 

Amount: $60,000. 

Rate: 5 percent. 

Maturity: 3 years. 

Payments: $25,000 first and second vear; $10,000 third year. 

Collateral: First mortgage on borrower's land, building, machinery, and 
equipment owned or to be acquired. 

Business: Manufacture of concrete building blocks. 

Purpose of loan: Purchase of machinery and equipment. 

Employees before loan: 4. 

Employees proposed after loan: 10, 
Cascade Finishing Co., Inc., Oriskany Falls, N. Y. 

Amount: $43,000. 

Rate: 5 percent. 

Maturity: 5 years. 

Pasments: $8,600 year. 

Collateral: First mortgage on land and buildings owned by borrower. First 
lien on machinery and equipment purchased from proceeds of loan. 

Business: Textile jobbing, medical dressings, bandage muslin and gauze, surgi- 
‘al masks, etc. 

Purpose of loan: Purchase of machinery, repayment of loan, moving and in 
stallation expense. 

Employees before loan: 27. 

Employees proposed after loan: 125. 


REVOLVING FUND CERTIFICATIONS 


Senator Haypen. That is in the House record ? 

Mr. Farrevy. Yes, sir. 

Under section 303, certifications by the Administrator total $337,- 
000,000 and include a $150,000,000 revolving fund to acquire and 
resell natural rubber for national-defense purposes, $10,000,000 for 
the purchase of domestic castor-beans for castor-oil lubricants; $10, 
000,000 for the encouragement of domestic exploration of strategic 
and critical minerals and metals; $60,000,000 for revolving fund for 
tin purchases ; $100,000,000 for a machine-tool program, $5,700,000 for 
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aluminum sheet, and $1,300,000 for the procurement of oxygen-free 
copper. 
Senator Frercuson. What do you mean by a machine-tool program ? 


QUESTION OF PURCHASE OF MACHINE TOOLS 


Mr. Farrett. We mean the purchases of a large group of machine 
tools which will be made available for defense purposes. 

Senator Frereuson. Are you taking into consideration the amount 
of tools that are now surplus under a previous stockpiling program, 
that could be used ? 

Mr. Farrevt. Yes, sir. 

Senator Frrevson. As to whether or not you are going to stock 
more? 

Mr. Wupr. A complete survey has been made of those tools to as- 
certain the usable tools. It has been considered. 

Senator Ferauson. Have you an inventory that is workable, so that 
you can find out what you have? 

Mr. Wipe. That is in the National Production Authority, a Ma- 
chine Tool Division. They have had a group of qualified professional 
people going out and surveying all of those stocks. 

Senator Frereuson. This is over and above that program, consider- 
ing that you can get tools out of there? 

Mr. Witpe. To the extent we can use those tools, we are using them. 
This is over and above that. 

Senator Corpon. Let us go a little further in that. Who makes up 
this amount of $100,000,000 for the machine-tool program ? 

Mr. Wixpe. That is initiated in the National Production Authority 
actually, in the machine-tool group there. 

Senator Corpon. You are speaking for whom? 

Mr. Wipe. I am speaking for Mr. Harrison in the Defense Produc- 
tion Administration. When Mr. Fleischmann appears, or Mr. Sawyer, 
they will be able to give you the details. 

Senator Frrevson. Your Department does not do this? 

Mr. Wixpe. No, sir. 

Senator Corvon. NPA has initiated the program. Who has deter- 
mined the type and quality of machine tools which this $100,000,000 
is going to buy, if that has been done at all ? 

Mr. Witpr. That is the result of the coordinated work of the mili- 
tary. Let us say that tools for new jet-engine plants and such as that 
will include mostly specialty tools, tools that are adapted for defense 
needs. 

Senator Corpon. What portion of it, if you know, represents new 
types of tools that are not now in existence ? 

Mr. Wivpr. I do not have those details, but that is available, I am 
sure. 

Senator Corpon. How do you get the figure? Who brings it to 
you? 
~ Mr. Wipe. The Administrator of the National Production Author- 
ity initiates that action and then it comes to the Defense Production 
Administration for certification by General Farrell. 

Senator Corpon. Have you ever seen the list from which the 
$100,000,000 is made up ? 

Mr. Wipe. No; I personally have not. 
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Senator Corpon. We have a figure here of $100,000,000 for this pro- 
gram. Seemingly nobody actually knows anything about it? 

Senator Ferauson. You just take it for granted ¢ 

Mr. Wipe. No, sir. 

Senator Feravuson. You have not checked it; you have not seen it. 

Mr. Wipe. I say personally, I have not. 

Senator Frerauson. But your Department takes it for granted. 
You have not any evidence from your Department showing they need 
the $100,000,000, have you ? 

Senator Corvon. We know we are going to have to furnish hun- 
dreds of millions and probably billions, but some of us feel that we 
have an obligation so that we may furnish the money that is neces- 
sary. Here we have a figure of $100,000,000, so on the face of it it is 
an estimate at the most, with no breakdown that you can furnish; 
is that right? 

Mr. Wipe. I believe We have more information on that. Mr. 
Woodside can actually give the breakdown. 

Senator Corpon. That is what I would like to see. I assume the 
$100,000,000 revolving fund must be an estimate. It will go out and 
come back ? 

Senator McCietitan. How much have you in the revolving fund 
already? What is this implementing? How much do you have in 
that revolving fund? You are asking for $150,000,000. Do you have 
any money now for that purpose in a revolving fund? Is this in 
addition to what you have # 
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RELATION TO MUNITIONS BOARD 


Mr. Woopsipe. Under the Defense Production Act the various agen- 
cies that are charged with responsibilities for various aspects of the 
defense effort 

Senator Corpon. That would be the stockpiling group headed by 
Jack Small? 

Mr. Woopsipe. That is right. For the purchase of critical metals 
and minerals for Government use or resale, that would be in defense 
minerals. Machine tools over and above stockpile would be the re- 
sponsibility of the National Production Authority. Each of these 
agencies specified in Executive orders are authorized to borrow from 
the Treasury under section 304 of the Defense Production Act on the 
certificate of the Defense Production Administration. 





REQUEST FOR ADDITIONAL BORROWING AUTHORITY 


At the present time the borrowing authority for all of those agen- 
cies upon a certificate of the Defense Production Administration is: 
$600,000,000. That is in the statute. 

Senator Corpon. You want $1,000,000,000 more? 

Mr. Woopsinz. This is a request for additional borrowing authority 
of $1,000,000,000, that can be drawn upon by these agencies upon our 
certificate. 

Senator Ferauson. You say we have only authorized you to borrow 
$600,000,000, but you want us now to authorize you another $1,000,- 
000,000. 
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Mr. Woopsipvz. We are requesting an additional borrowing author- 
ity of $1,000,000,000 over and above the $600,000,000. 

Senator Frreuson. How much of the $600,000,000 have you used ? 
He asked it on the other items. 


REVOLVING FUND FOR PURCHASE AND RESALE OF RUBBER 


Senator McCie.tian. I wanted it on each item. You said out of 
the $1,000,000,000 additional borrowing authority you will need $150,- 
000,000 of that for a revolving fund for the purchase and resale of 
rubber; is that correct ? 

Mr. Woonsiwz. No, sir. The $150,000,000 revolving fund for the 
purchase and sale of rubber is a project which has already been ap- 
proved by the Defense Production Administration upon the recom- 
mendation of the National Production Authority. That amount of 
borrowing authority has been earmarked for that program out of the 
$600,000,000 presently authorized. 

Senator McCietian. You mean this $150,000,000 you speak of here 
is earmarked out of the $600,000,000 and not out of the $1,000,000,000 
you are asking for additional ? 

Mr. Woopsine. That is correct. 

Senator McCietian. Out of the $600,000,000 you have earmarked 
$150,000,000 for that purpose ? 

Mr. Woopsipr. For the revolving fund for rubber purchases. 

Senator McCietian. You are not asking anything additional for 
that fund? You already have that authority? 

Mr. Woopsine. That is right. 

Senator Corpon. As a matter of fact, you have already authorized 
$21,000,000 more than the $600,000,000, according to the statement that 
is here before us. 

ene On the basis of the total amounts that might be in- 
volved. 

Senator McCLe.tian. Since you have allocated out of the $600,000,- 
000 borrowing authority of $150,000,000 for the purchase and sale of 
rubber, how much out of the $1,000,000,000 do you expect to be allo- 
cated to that purpose ? 

Mr. Woopsine. For rubber? 

Senator McCrietuan. Yes. 

Mr. Woopsiwe. I doubt very much it will be any more for rubber un- 
less it becomes possible to use a great deal more money for revolving 
fund purchases than so far has been indicated. 

Senator Corvon. Yesterday, we reached the conclusion that any 
testimony with reference to future rubber purchases would be left off 
the record. I hope we may do the same thing here. 

Senator McCretian. The $150,000,000 has already been charged 
to the $600.000,000. Then what I want to do is get what has been 
charged to the $600,000,000 already and then undertake to understand 
what the other $1,000,000,000 is for. 

Senator Haypen. That is what this statement is. It says that cer- 
tifications out of the $600,000,900 have been made for $337,000,000. 
Then it lists what has been made already. 
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QUESTION OF PUBLICITY 


If you hand this statement to the press outside, that this $150,000,000 
is for this purpose, is not the cat out of the bag? 

Mr. Witpe. Yes. 

Mr. Woopsine. I think it is a matter of common knowledge that the 
United States Government has been the sole purchaser of rubber in the 
world markets for the account of this country since the program was 
initiated. I do not know whether dollar amounts set aside for that 
purpose have ever been disclosed. 

Senator Haypen. If this is an amount you have set aside heretofore, 

and then we can find out how much you bought and how much you 
have left, then if you do not expect to buy any out of the additional 
Ma that may deter them a bit. 

r. Woopsivz. I would not want the record to show we are saying 
no vaitisieesl funds would be required for rubber, because on the ex- 
perience so far to date it is my understanding that the turnover on the 
rubber purchases runs 70 to 90 days. It is highly conceivable that as a 
result of the time lag between the placing of an order or making a 
commitment for rubber, and the actual receipt of that rubber and its 
resale that there might be opportunities to buy rubber that would call 
for commitments in the amount of $100,000, 000 temporarily. As of 
the moment, this amount is the amount which has been set aside for that 
purpose. 


NO LOSS TO GOVERNMENT ON RUBBER RESALE 


Senator McCretuan. Is there any loss sustained by the Government 
on the purchase and resale of rubber? 

Mr. Woopsipe. It is not anticipated that there will be any loss on 
the purchase and resale of rubber or on tin. 

Senator McCie.ian. So it amounts to a revolving fund in order to 
carry on the operation, without any loss actually being sustained to the 
Government. 

Mr. Woopsipe. Its primary purpose is not to have many buyers in 
this country competing against each other in the world market for 
the purchase of rubber needed for the defense program. ‘The pur- 
chases are centralized through the General Services Administration, 
and, as far as the United States of America is concerned, there is one 
buyer. 

Senator McCiettan. You are undertaking, so far as defense pro- 
duction is concerned, to be the one purchaser in the world market for 
this country ? 

Mr. Woopsine. That is right. 

Mr. Wie. For all rubber. It is preclusive buying of rubber. 

I would like to qualify your statement in one way. There is no 
anticipated loss in terms of this rubber program, but one has to be 
mindful of fluctuations in the commodity market. If it fell, then 
there would be a loss. 

Senator McCietian. Which is not likely. 
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BORROWING AUTHORITY INCREASE 


Senator Frrevson. You gentlemen want $1,000,000,000 more. Is 
that the limit? 

Mr. Wixpe. No, sir. 

Senator Fercuson. Have you any reason to believe it is going to be 
more than the $1,000,000,000 more ? 

Mr. Farrevt. For the next fiscal year. This is until July 1. 

Senator Frreuson. Is this all for this fiscal year? You have only 
three more months. 

Mr. Farrety. That is correct. We have a summary of items under 
consideration of $3,300,000,000 for which we have asked for 
$1,000,000,000. 

Senator Frereuson. Is the $1,600,000,000 enough for the 3 months? 

Mr. Farrett. We make a statement at the end that the $400,000,000 
previously authorized by Congress, which could be authorized low 
it is entirely possible to come in before the end of the fiscal year and 
ask for that $400,000,000. 

Senator Fercuson. That would make $1,400,000,000 plus the $600,- 
000,000, which is $2,000,000,000. 

Mr. Farrety. The total amount already authorized by Congress. 

Senator Ferauson. That is $2,000,000,000. 

Mr. Farrety. Yes, sir. 

Senator Fercuson. Is that the limit? 

Mr. Farrewuz. For this fiscal year. 

Senator Frereuson. Is that what figures you gave to the House? 

Mr. Farreii. We gave the $1,000,000,000 to the House. 

Senator Fereuson. How about the $1.4 billion ? 

Mr. Farrer. That is only a contingent item. It is mot requested 
as of today. 

Senator Ferevson. On your records have you got another $900,- 
000,000 anywhere ? 

Mr. Farrewy. Yes, sir; $3.3 billion. 

Senator Fereuson. That is for next year? 

Mr. Farrett. That is from now, as te what we have before us at 
the moment. 

Senator Corpon. I do not quite understand your statements here. 
Under section 304 (b) you have authority to borrow from the Treasury 
with the sole limitation that the outstanding amount of the borrow- 
ing shall not exceed $600,000,000 at any one time. That is an author- 
ity to borrow. 

Under section (c) the provision is that in addition to the sum au- 
thorized to be borrowed under subsection (b) there is authorized to 
be appropriated to carry out the purposes of section 203 such sum 
not in excess of $1,400,000,000 as may be necessary. That is an 
appropriation. 

r. Wipe. That is right. 

Senator Corpon. As distinguished from the $600,000,000 borrowing 
authority ? 

Mr. Farrevu. That is correct. 
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REQUEST FOR ADDITIONAL BORROWING CAPACITY 


Senator Corvon. So what you ask here now is an appropriation of 
$1,000,000,000 # 

Mr. Farrewt. No, sir—additional borrowing capacity. 

Senator Corpon. Then you are under section (b) and not under (c). 

Mr. Farrect. We have been advised by the Bureau of the Budget 
that the borrowing capacity has the same effect. It is a charge against 
debt service. 

Senator Corvon. There is no question about that. 

Mr. Farrevt. While there is a confusion of terms, we consider them 
somewhat synonymously. 

Senator Corpon. In other words, if you borrow from the Treasury, 
you have got to pay back, and you can only get that money by 
appropriations ¢ 

Mr. Farrewt. If it is not paid back, it incurs a contingent liability. 

Senator Corpon. This is a borrowing authority of $1,600,000,000 
outstanding at one time? 

Mr. Farrey. That is right. 

Senator Corvon. That leaves (c) standing as it is, as an authority 
to appropriate $1.4 billions. 

Mr. Farrewt. That is a technicality I do not think I can answer. 

Senator Corpon. That is what itis. You have authority to borrow 
$1,600,000,000 but there is no authority to get the money to pay it 
back, except up to $1,400,000,000. I think that is clear. It is clear 
to me, at least. 

Senator Frreuson. They will come in later and ask for an appro- 
priation. 

Senator Corpon. I assume the difference might be found in our 

revolving fund, where there is a turn-over. 

Mr. Farrevt. Where there is a net loss. After the whole thing is 
added up and the losses, if any, are considered—well, there will be 
some losses in the program. That will be an additional request for 
the appropriation. 

Senator Corvon. We will have a breakdown as to the amount of 
money comprehended in the total of $1,000,000,000 borrowing capacity 
which is to be used for purchases? That means the thing takes the 
place of the money and we have to appropriate it and the amount that 
will be advanced in the form of loans, where we have some hope of 
repayment. Is that correct? 

Mr. F'arreELL. We hope to have the repayment on the purchases, too. 
The rubber is expected to all be repaid, and the tin; that is, unless the 
market prices change, the same as these advance pur chases of alumi- 
num sheets, oxygen-free copper, and others. 

Senator Corpon. Are none of these for the use of the Government 
itself? 

Mr. Farrett. Not by direct appropriation. 


PROCEDURE INVOLVED 


Senator Corpvon. In other words, the Government borrows from 
the Treasury, makes purchases, and those things that are bought are 
held by the Government, distributed to various defense installations 
and others of the character of the general economy to the extent neces- 
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sary. There the Government gets paid for the things and the funds 
received go back to offset the money originally invested ? 
Mr: Wipe. That is correct. 


ANTICIPATED LOSS TO GOVERNMENT 


Senator Corpon. Then the question of the $1.4 billions as against 
$1.6 billions does not have too much to do with it. 

Senator McCretian. Taking all of these programs we have under- 
taken to finance, and for which you are asking borrowing authority 
so you will have the revolving fund, and loan resources to make loans, 
et cetera, what is the anticipated loss to the Government in the com- 
plete transaction over the over-all period ¢ 

Mr. Farreti. Under our present plans it is expected to be negligi- 
ble. If the emergency ended and you had to close out contracts on 
which you had a contingent liability, there are responsibilities of the 
Government, for instance, if you closed down aluminum contracts in 
3 years instead of 5 years, where you have agreed to purchase the 
aluminum. There are similar conditions in these contracts, or, as 
someone pointed out earlier, if the price of rubber dropped after the 
Government had acquired it 

Senator Fercuson. Are you making long-term contracts with for- 
eign countries and producers? 

Mr. Farre tt. I do not think so. 


CONTRACTS FOR TIN AND ALUMINUM 


Senator Frerevson. Are you buying tin into the future at a high 
price ¢ 

Mr. Woopsipe. No, sir; there may be some stockpiling of tin; I 
do not know. 

Under this fund here you are buying tin for use and resale. 

Senator Fercuson. Are you contracting? On aluminum, they have 
agreed to take the aluminum manufactured products from certain 
plants for 5 years. Are you buying tin the same way! Are you buy- 
ing aluminum plate the same way, from Canada, for instance? 

Mr. Farrewxz. I think not. 

Mr. Wipe. Senator, in the case of tin, it is the case of negotiations 
with other countries and there have been negotiations to the end of 
determining whether it would be advantageous for this country to 
enter into long-term contracts but to my knowledge, nothing has been 
brought to a conchusive head on that. 

Senator Frercuson. If you do make such a contract, it ought to be 
in here immediately, since the tin is already needed. 

Mr. Wipe. It would be, sir. The negotiations for such procure- 
ment, long range, is in part the responsibility of the State Department, 
the ECA in part, and then the General Services Administration, 
which actually makes the contracts, service, if you like, on our certified 
programs. They enter into those contractual obligations. 

Senator Corpon. I hope, Mr. Chairman, somewhere along the line 
before we close we may have General Services Administration in here, 
simply to give us the background of this set-up here. 

Senator Haypen. The clerk advises that they will be here. 
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FURTHER DISCUSSION REGARDING MACHINE TOOLS 


Senator Corvon. With respect to the $100,000,000 for the machine- 
tool program, is that in the same status as the other revolving fund? 
Do you purchase those tools and resell them to your contractors, who 
use them in connection with Government contracts ! 

Mr. Witpr. We do, sir. ‘ 

Senator Corvon. Is that the sole use of them, or do you stockpile 
some of them to hold for future use, either in that field or in the pro- 
duction where the Government itself handles the production? 

Mr. Wipe. Mr. Senator, the original program as proposed on ma- 
chine tools totaled $440,000,000. We have certified a program to date 
encompassing $100,000,000. We have every anticipation as soon as 
those tools are produced that they will be immediately purchased by 
defense contractors and go into the manufacturing of equipment for 
the military. 

Senator McCuievxan. In other words, there is no loss anticipated 
there at ali? 

Mr. Wine. No, sir. 

Senator McCuiettan. They reimburse the Government for what- 
ever cost it has incurred ¢ 

Mr. Wupe. That is right. 

Senator Frreuson. Why does not the defense contractor do that? 
Isn’t he in existence ? 

Mr. Wiipr. A great many tools are purchased that way. You 
take an example of jet planes for the Air Corps. There is a case of 
design and improved technical characteristics of the plane and we 
know from the Air Corps they are going to have a substantial pro- 
gram for the manufacture of those planes, so, if we can sit down 
with them and anticipate their tool needs and bring the tools required 
up to a certain point before they become specialty tools, then we have 
saved a lot of time. That is the purpose. These tools we know are 
going to be used. We are anticipating and taking advantage of the 
time element. 

Senator McCierian. You are placing the order to get the tools 
ready by the time the contractor needs to use them ¢ 

Mr. Witpr. That is correct. 

Senator Fercuson. Before you place the order for the planes, you 
place the order for the machine tools? 

Mr. Wupe. I would say it is a concurrent operation to the degree 
that I have explained that particular operation for the need of tools. 

Senator Haypven. Are there certain basic features about a machine 
= shat can be constructed? Are there any specialties attached to 
that ¢ 

Mr. Wupe. Yes. Generally speaking, a great many tools are 
standard tools, up to a certain point. Then when they go for a par- 
ticular operation, they become a specialty tool. 

Senator McCietian. That would mean simply this: that there 
may be a dozen factories or contractors that could make it if they 
had the tool ? 

Mr. Wipe. That is right. 

Senator McCietian. So there would be no point in them buying 
the tools and getting prepared unless they had the contract. They 
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probably would not make the investment in the tool and equip their . 

plant, unless they had a contract for its use. : 
Mr. Wipe. That is correct. 
Senator McCieuian. So you procure these special tools that are , 

needed to do the job you want done and then whoever gets the bid 

whomever you contract with to produce the finished product, you sell 7 : 

that tool to him; is thatcorrect { | 
Mr. Wipe. Yes, sir. There are some other advantages, I might 

say, in tool orders. q 
Senator Frreuson. Are there any disadvantages? If you make a ‘ 

mistake, the Government suffers the Toss. 
Mr. Wixper. Not in this instance. 
Senator Frrevson. You say you have never made a mistake on a 

tool, that it would not do the job? 
Mr. Witpe. We have not had experience this time. There may be 


mistakes. It is a matter of judgment. 

Senator Fesevson. Then you would suffer the loss. 

Mr. Witpe. Not in the way we are placing these machine tool con- 
tracts, sir. The machine-tool industry has quite a backlog now. 
There are orders coming from other countries. We want to get our 
tool orders in early. We can give a preference rating, if you like. 

We are doing everything we can to insure that these tools we have 
every reason to believe are necessary are going to be on hand on 
time. 

Senator Frerevson. Is this not true: By doing that—by doing that 
very thing you are piling orders on the shelves of these people and 
they are charging you outrageous prices? Did not Mr. Wilson indi- 
cate that yesterday here? a 

Mr. Wixpe. If it were not done judiciously, it could be. q 

Senator Frereuson. Is it not a fact that you are competing with q 
others? You are rushing in ahead of these other foreign countries? 

Mr. Wiutor. I think not, Mr. Senator. 

Senator Frercvson. I wish you would check it. You know the 
prices here have gone up. 

Mr. Wixoe. All prices have gone up, Senator. 

Senator Frercuson. How much have machine tools gone up since 
the Korean War? 

Mr. Wie. I do not know. 

Senator Frercuson. Will you get the figures for the record ? 

Mr. Wupe. May I suggest in terms of this whole machine-tool 
program we can furnish you and will furnish you all the details 
you want when Mr. Fleischman of the National Production Adminis- 
tration comes in. We can alert him. 

Senator Fereuson. Please bring in the amount that they have gone 


up. 


CREATING CAPACITY TO PRODUCE 





Senator Corpon. In that connection, I recall that Mr. Wilson yes- 
terday made the statement—maybe he made it in one of his broad- 
casts before—but he made a statement that what we were seeking 
now to do was to create a capacity to produce as distinguished from 
& maximum capacity production at this time. He indicated, for in- 
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stance, that while we might have only 1,000 or 10,000 planes a month 
actually being produced, that we wanted a capacity to produce many 
times that, perhaps 50,000 in the same unit of time. In order to have 
that capacity, if I understand it correctly, it would be necessary for 
the Government, which, after all, must take the chance that the 
‘apacity will never be needed, to acquire and hold the necessary 
production and have tools for this ultimate potential capacity. 

Is that the thought behind this $100,000,000 tool program ¢ 

Mr. Wixpr. Yes, sir. 

Mr. Farrewyu. Yes, sir. 

Senator Corpon. It seems to me it is wholly sound, and ought to be 
done without delay. I realize we can bounce into it altogether too 
rapidly, and perhaps do ourselves injury from rushing these prices. 

Senator McC.ie.ian. This seems to expedite production. You see 
to it that the tools are ready to do the job by the time you are ready 
to let the contract. Whoever gets the contract, those tools are made 
available to him at no loss to the Government. 

Mr. Witpe. Mr. Senator, when we came down here the early part 
of September, the time element was stressed and in broad measure 
our job was to set up an organization and take such steps as would 
put this country in a position to quickly go, if necessary, to full mobi- 
lization. This is part of it. 

Senator Haypen. Are there any more questions on this paragraph ? 

Senator Corvon. Mr. Chairman, going back now to our formal 
statement on page 2, we understand that the.$337,000,000 represents 
amounts already certified by the Administrator. The figures of $150,- 
000,000 $10,000,000, $100,000,000, $5,700,000, and $1,300,000 represent. 
a breakdown of the $337,000,000. Then we come down to the last 
sentence of this paragraph, General. 


CONTRACTS FOR ALUMINUM 


Mr. Farrevu. In addition, the sum of $240,000,000 is committed for 
the fourth quarter of this fiscal year to cover contingent liabilities 
arising out of contracts in the aluminum expansion program. 

They are contingent liabilities in these contracts for the purchase 
of aluminum at fixed prices. 

Senator Corpon. That means you have authority to borrow to meet 
the liability if the liability, in fact, occurs ? 

Mr. Farrect. It is a little more than that in the aluminum in that 
we make contracts to purchase aluminum when the new plants are 
built, and these contracts carry for a period of 5 years. There are 
clauses in there as to what the Government’s liability will be if you 
shorten that period to 3 or 4 years. 

Senator Corvon, The $240,000,000 is an actual existing liability. It 
will either be used to pay the purchase commitments or it will be used 
in the nature of liquidated damages if you fail to pay? 

Mr. Farreti. Yes. But the Government may dispose of the alumi- 
num and the net expenditure may be zero. 

Senator McCieiian. It seems to me all you require now is the 
borrowing power for a revolving fund to make the purchase. You 
resell it. 

Mr. Farrett. That is what is requested. It is requested borrowing 
power of an additional $1,000,000,000. 
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Senator McCuetian. I cannot see that you need to get borrowing 
power to cover losses at this stage of the rearmament program. 

Mr. Farrew.. It is borrowing to cover commitments. 

Senator McCuecxan. It disturbs me that we are anticipating losses 
here and we are asking for borrowing power to meet the Govern- 
ment’s liability on contracts in which losses might be sustained. I 

‘annot see the possibility of any loss immediately ‘for the current year. 
In the course of 5 years some loss may occur and you may need some 
borrowing power, or authority to liquidate that obligation.” Cer- 

tainly here in the midst of this rearmament program and when you 

are needing aluminum and are expanding and agreeing to buy all 
that they can produce, I cannot see any “possibility of any loss in 
the next few months or the next fiscal year, even. 

Senator Corpon. Senator, are we not faced with this thing, 
peculiar to our fiscal system, and going back to our Constitution: 
that there cannot be a commitment made unless there is authority 
to commit, and either an appropriation against which the commit- 
ment may be made, or, following our more recent plan in the Con- 
gress, an authority to contract, which in itself creates the liability? 

Senator McCretian. If you give this authority of $240,000,000 
and a loss occurs, it would be available to pay an ‘obligation on the 
loss. It frightens me when you talk about losses now in this pro- 
gram on a commodity like that, which is so much in demand, and 
the Government having to finance the expansion in order to eet the 
quantity it needs. 

Senator Haypren. Nevertheless, it is necessary so far as the con- 
tractor is concerned, to assure him if in any event the Government 
does not require the aluminum, that it contracts for a period of 5 years, 
and because it does not do that, a loss might occur to him, and it 
assures him he will not have it. 

Senator Corvon. If you were going to purchase $1,000,000,000 
worth of aluminum, and you already knew that you had a firm com- 
mitment, you could sell it the next day for $1,500,000,000, but be- 
fore you could make the commitment and bind the Government to 
make that purchase, you must either have authority in the nature of 
contract authority, borrowing power, with a legal authority to draw 
upon it, or an appropriation. Is that right? 

Mr. Wiper. For $1,000,000,000; that is right. 

Senator McCieixan, I can understand that. 


PROFITS REVERT TO TREASURY 


Senator Fereuson. If you made a profit, could you use that profit 
without any more authority ? 

Mr. Wipe. It goes right back to the Treasury. 

Senator Frercuson. And does not become a further purchasing 
power ? 

Mr. Wiper. That is my understanding. 

Senator Haypen. Are there any further questions with respect to 
this section 303? 

Senator Corpon. I call attention, Mr. Chairman, to the fact that 
we have here $150,000,000 which is supposed to be a revolving fund, 
and that would mean that they might buy and sell up to that amount. 
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REVOLVING FUND FOR PROCUREMENT OF TIN 


The next figure that comes in that field is $60,000,000 revolving fund 
for tin, and that seems to be all where there is proposed to be set up 
a revolving fund which does not require succeeding appropriations 
to make it available. I do not know whether the law gives you the 
power to spend money without having it appropriated or directly 
authorized or not, but I think you should check that ¢ arefully. 

Senator Haypgen. The tin procurement is through the Reconstruc- 
tion Finance Corporation ? 

Mr. Woopsing, That is correct. 

Senator Haypen. The entire program is in their hands? 

Mr. Woopsipr. Yes. 

Senator McCietxan, Do you borrow the money from it? 

Mr. Woopsiwz, The RFC borrows from the Treasury for that 
purpose. 

Senator McCretian. What is this $60,000,000 for if it pays for the 
tin? What is the $60,000,000 appropriated to you for? 

Mr. Woopsipr. That is a program carried out under the Defense 
Production Act and under the certification of the Defense Production 
Authority. The funds for that come out of the $600,000,000 borrow- 
ing authority under the Defense Production Act, and not the RFC’s 
funds. RFC had a carry-over function from the last war as a pur- 
chaser of tin. 

Senator McCiettan. Who actually makes the purchases and nego- 
tiates for it and pays for it? 

Mr. Woopsinr. The RFC. 

Senator McCietian. Then why do you need $60,000,000 ? 

Mr. Woopsipr. Because the funds are made available to the RFC. 

Senator Cornon. They are your service agents / 

Senator McCietvan. These funds do not come out of the regular 
funds of the RFC but in effect this $60,000,000 is made available to 
the RFC to do the job for you ? 

Mr. Woopsivr. That is right. 

Senator Frrauson. They are told what to do with it? 

Mr. Wixpr. That is right. 

Senator Ferguson. They really have no discretion? 

Mr. Woopstnr. They are our agents for the purchase of tin in the 
world market. 

Senator Fereuson. Is the General Services Administration buying 
other tin? 

Mr. Woopsipr. RFC is the sole purchaser. 

Senator Corpon. This money was made available to General Serv- 
ices Administration by you people ? 

Mr. Woopsins. Where GSA is acting the money is made available 
to them. 

Senator Corpon. They deal with the service agency, the RFC in 
the matter of ve the expenditure of the money? 

Mr. Woopsipr. I do not think RFC has anything to do with the 
rubber program, GSA does that. 

Senator Corpon. In that event, if you borrow from the Treasury, 
there is evidence of debt; is that NPA? That is, that that organiza- 
tion owes so much money to the Treasur y? Then a credit is set up to 
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that organization? Do you transfer to General Services Administra- 
tion. the power to draw upon that credit in their purchasing of tin? 

Mr. Woopsipr. We issue a certificate to General Services Adminis- 
tration. -GSA will take that certificate to the Bureau of the Budget. 
They will take it to the President, who will sign it. Upon the Presi- 
dent’s signature, GSA then becomes authorized to borrow to the 
extent necessary to carry out the program. It may be that General 
Services Administration uses the RFC in certain instances as its fiscal 
agent to do certain mechanical ‘or administrative functions, but the 
responsibility would be on GSA. 

In the tin program it is my understanding it is handled through the 
RFC as fiscal agents. RFC does the job in tin. 

In the machine-tool program it just happens that originated’ with 
NPA. GSA makes the contracts upon the instructions and recom- : 
mendations of NPA as to the type of tools and the amount of tools 
required, and upon the advice of NPA as to the scheduling and delivery 
of those tools, GSA being the housekeeping agency for the Govern- 
ment. 

Senator Corvon. In the case of loans under this provision of this 
law, I think it was testified here yesterday that the RFC services 
those loans. 


RFC ACTS AS FISCAL AGENT FOR ALL AGENCIES 


Mr. Woopsipr. RFC acts as the fiscal agent for all of the agencies 
under this defense structure, which are authorized to make recom- 
mendations to DPA for authority to lend. When that authority to 
lend has been granted, then RFC acts for NPA or DMA in carrying 
out the deal. 

Senator Corvon. Closing the loan, maintaining the books of account, 
collecting, and doing all the things incident to servicing of that type 
of a credit? 

Mr. Woopsinr. So, as far as the Defense Production Authority is 
concerned, it never borrows anything. These recommendations fun- 
nel through Defense Production Authority so that it can perform 
its coordinating and guiding functions of directing the over-all pro- 
ductive effort of the defense structure. 


QUESTION OF COMPETITIVE BUYING 


Senator Fercuson. What I want to make certain is whether or not 
there is competition in buying, whether or not these various agencies 
are attempting to buy from the same source at the same time which 
causes the prices to go up because there is great demand ?/ 

Mr. Wipe. The answer is “No.” There is only one agent of the 
Government in these particular preclusive agreements we have 
worked out, to do the buying. There is not competition. 

Senator Corpon. But there is competition to the extent that: you 
may have a contract with, let us say, General Motors, for tanks, or 
what have you. They need tools. They go directly to the makers 
and make their capital purchases ? 

Mr. Wixpe. They may do that domestically. I was assuming your 
question was in regard to buying tin and rubber in the world market, 

Senator Fercuson. What about domestic ? 
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Mr. Wipe. It would be using the same facilities that the corpora- 
tions of the country and other users of tools would be buying from. 


TIN AND RUBBER PURCHASES 


Senator McCretian. Is there competition from private purchasers 
with the Government in the world market for tin and rubber. 

Mr. Witpe. No, sir. 

Senator McCuecxian. In other words, all purchases that can be 
made must be channeled through your agency for allocation ? 

Mr. Wipe. That is the intent and the objective. 

Senator McCretian. That is what we are undertaking to do here? 

Mr.. Witpe. That is right. Shortly after we went into the tin 
buying program the New York Exchange stopped posting prices. 

nator McCuriian. In other words, the Goodrich Rubber Co. 

could not go into the world market and buy a quantity of raw rubber 

and have it shipped here and compete with the Government. with your 
agency, in making purchases of rubber 

Mr. Wipe. That is correct. 

Senator McCietxan. It has to come to you; is that correct? All 
private enterprises using rubber as raw material in the production 
of goods must now acquire their raw material of rubber, or tin, as the 

‘ase may be, through your agency ? 

Mr. Wipe. May I answer this way? Rubber is a commodity which 
is under allocation. Their use of rubber, no matter how controlled, 
is permitted by orders of the National Production Authority. Some 
of them have got private stocks right now, which they had before. 

Senator McCuriian. C ontracts, too, but that is taken into the pool 
for the purpose of allocation ? 

Mr. Wipe. That is right. 

Senator McCLeLuan. ‘So if he has a half a billion tons or 100,000 
tons on hand, and on purchase, that is added to the pool and that is 
deducted from whatever his allotment would normally be? 

Mr. Wipe. That is right. 

Senator Frerevuson. Is that true with cotton, wool, tin, and all the 
other products ? 

Mr. Wivpr. Not the other products. It happens that rubber is a 
commodity for which we are dependent for a large part of our supply 
in the world market. 

Senator Frreuson. What is allotted the same as rubber? Will you 
give us a list ? 

Mr. Witpe. Tin is, and cobalt. 

Senator Corpon. What about, copper ? 

Mr. Wipe. No, sir. 

Senator Ferauson. Will you give us a list in the record so that it is 
accurate ¢ 

Mr. Wipe. Yes, sir. 

(The information requested is as follows :) 

Rubber, cobalt, columbium, tantalum, molybdenum, duck (textile), leather, and 
naphthenie acid. 


81646—51-—— 4 
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AMOUNT FOR OXYGEN-FREE COPPER 


Senator Haypen. I notice reference here is made to $1,500,000 for 
the procurement of oxygen-free copper. Where is that copper ob- 
tained ¢ 

Mr. Wipe. That is a particular type of copper used primarily in 
the electronic field. As materials became more scarce some months 
ago the one plant that makes that electrolytic oxygen-free copper was 
not getting its orders. They were going to lay off people. e were 
not going to get the advantage of the full productivity of that plant 
possibly for several months, but knowing that in almost the immediate 
future in terms of months there would be a demand for this particular 
type of copper, the electronic program being a very large one for the 
military, we developed an agreement with the military that they would 
assure that all of this copper would be directed right into the military 
procurement. We bought this copper to keep the full capacity of 
that particular plant available to the defense program. 

Senator Cornon. When it comes out of that plant, it is oxygen-free ? 

Mr. Wipe. That is right. We wanted to keep that particular cop- 
per, which we knew would be in real demand—in tight supply—X 
months ahead, and in turn, keep it coming out. 

Senator Frrevson. Have you not done this, then: You have pre- 
vented many other people who could have used it from getting any of 
that copper, and there may have been enough for you at the end of the 
3,4,or5 months¢ Are you not creating this great demand that does 
not actually exist at this time / 

Mr. Wixpe. On the contrary, sir , In this case we kept that facility 
going for the civilian economy as well as for the military program, 

Senator McCie.ttan. Why were they about to shut down ? 

Mr. Witpe. They did not have sufficient orders from the electronics 
industry, from the people who saw that the shortages of cobalt and 
other materials would come about, and that. they would have to cut 
down. They were not placing their orders in advance, to keep that 
plant going at its full capacity. We just picked up the difference, 
knowing there would be a shortage, so that they could continue at 
100 percent capacity. 

Senator McCietian. You knew their product was not only going to 
be needed in the immediate future, but that it would all be consumed ? 

Mr. Wipe. That is right. The civilian economy as well as the 
military program was benefited. 

Senator Fercuson. What plant was this? 

Mr. Wipe. It isa plant of American Metals. I believe it is a plant 
in Pennsylvania, as I remember. 

Mr. Woopstne. I think it is in Philadelphia. 

Mr. Wipe. It is in Pennsylvania, at any rate. 

Senator Fercuson. Will you get us the name of the plant? 

Mr. Wirpr. Yes. 

Senator Ettenpver. Do you have to pay a premium in order to obtain 
that ? 

Mr. Wipe. No, sir. 

(The information requested is as follows:) 

Name of plant : American Metal Co., Ltd. 


Office: 61 Broadway, New York City. 
Plant: Philadelphia, Pa. 
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FOREIGN COPPER 


Senator Haypen. Senator Cordon mentioned copper in general. 
Is there any proposal afoot to purchase foreign copper ore? 

Mr. Wie. Mr. Chairman, that is an operation and function of 
the National Production Authority, and also of Mr. Boyd in the De- 
fense Minerals Administration, and I frankly, do not know, sir. 
I do not know the status of that. 

Senator Haypen. I know this: that by voluntary agreement the 
price of American-produced copper was fixed at 2414 “cents at the 
present time, but that the price of copper eleewhera in the world 
1s above that. 

Mr. Wipe. Of course, this country is dependent to a large degree, 
a substantial percentage for importation of copper. That is a con- 
tinuous program to import copper. 

But if your question is directed at whether or not we are trying to 
get more sources, develop more sources abroad, I cannot answer that. 

But, roughtly, a third of the copper used historically has come from 
abroad. 

Senator Haypnen. Are there any further questions on this para- 
graph? 

If not, you may proceed with your statement. 


APPROVAL OF DIRECT LOANS AND PURCHASE AGREEMENTS 


Mr. Farrevyt. Accordingly, as of the fourth quarter of this fiscal 
year, $44 million will have been approved for direct loans under sec- 
tion 302 and $577 million will have been approved for projects under 
section 303, for a grand total of $621 million. 

To carry out the mandate of Congress for the expansion of pro- 
ductive capacity and supply under the Defense Production Act, we 
have endeavored with the complete cooperation of the recommending 
agencies and the Bureau of the Budget, to arrive at an estimate of 
budgetary requirements for the balance of the fiscal year. 

Your committee will recognize the difficulties involved in reaching 
such ‘an estimate. 

You will also understand there are imponderables and uncertainties. 
But we have proceeded with the information at hand. 

For example, in the case of section 302 loan applications, the 
known factors were the number of applications filed to date, the rate 
at which they have been filed, and the average amount of each appli- 
cation. These estimates were reduced, having in mind that there 
would be denials, participation in the loans by the Reconstruction 
Finance Corporation in some instances, and lag in processing of 
applications. 

This procedure was applied to all loan estimates of the four recom- 
mending agencies. In some cases, the agencies were able to specify 
programs of anticipated approvals, such as in nickel, copper, and fer- 
tilizer. Every effort has been made by the agencies concerned to arrive 
at estimates which were fair and representative of the funds that will 
probably be required. 

Senator Corpon. May I interrupt you again? 

Mr. Farrey. Yes, sir. 
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RFC PARTICIPATION 





IN LOANS 


Senator Corvon. To go back to your previous statement there, you 
say: 

These estimates were reduced, having in mind that there would be denials, par- 
ticipation in the loans by the Reconstruction Finance Corporation in some in- 
stances, and lag in processing of applications. 

My question goes to this matter of participation in the loans by the 
Reconstruction Finance Corporation. I recall that in the Defense 
Procurement Act you have authority to guarantee loans by both public 
and private loaning agencies. 

As a matter of policy, do you guarantee 100 percent loans by the 
Reconstruction Finance Corporation? I have particular reference to 
participation loans. 

The RFC takes a certain percentage of the loan and you perhaps 
make a direct loan to the bank. 

Mr. Farreti. Will you answer that, Mr. Woodside? 

Mr. Woopsiwe. So far there have been no guarantees of any loans 
under section 302. The question has recently been raised as to using 
that method of securing financial assistance for certain borrowers. 

Senator Corvon. You are entitled to do it under section 303, too. 

Mr. Woopsipe. That is right. 

So far, there has been no guarantees under either, but we are pres- 
ently dealing with a problem, and it may be that in the near future 
there will be certain guarantees under section 302 of loans made to 
producers of certain military specialty items. 

But, as far as policy is concerned so far, the only way I can answer 
that is to say there has been none. We have not had that problem 
presented squarely to us, and from here on it would be a matter of 
working out policy. 

Senator Corpon. We have had considerable criticism of late of the 
RFC, and I would hate to see another agency of Government cleaning 
house for RFC in connection with these loans. That is the reason why 
I asked the question. 

I think, if there is going to be participation with guaranty, you 
‘an just make the loan in the first place yourself and know what you 
are doing. 

Mr. Wirpr. One of our criteria for making loans is that there will 
be no bail-outs such as that; that the case has to stand on its own feet, 
and it must be for the defense effort of this country. 

Senator McCreixan. Is it primarily for expansion of plants, or for 
operating capital, or both? 

Mr. Witpr. Generally speaking, it is for the expansion of facilities, 
with emphasis on getting more basic materials, of which we are short. 
So, we will meet the needs of the civilian economy as well as the 
defense effort. 

Senator McCietian. Of course, the purpose is to serve the defense 
effort. 

Mr. Wupe. That is right. 

Senator McCrietian. But I was talking primarily of whether the 
loan is made either to expand the plant or to provide operating capital 
so as to increase production. 
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Mr. Witpe. We have made both, sir. There have been occasions 
when the military have a source for a certain type of equipment, and 
I have one in mind. There is an item needed in Korea. There was 
a reasonably small plant, and they had the know-how; they could 
make it. They needed more working capital to pick up the procure- 
ment. We made the loan. 

Senator Corpon. Do you recall whether you ever made any such 
loans to an organization that I believe is called the Microfilm Corp. ? 

Mr. Woopsipe. No, sir. 

Senator Corvon. That corporation, I believe, is located in either 
Pasadena or Los Angeles or Hollywood, somewhere on the west coast. 

Among other things, the corporation produces what it terms “s 
hard lubricant” that is used in various airplane-construction opera- 
tions and also its microfilm composition. 

I know the people were here and they were asking about the appro- 
priate loaning agency. I advised them that I knew nothing further 
about it. Iwas wondering if that name was among them. 

Mr. Woopsinez. No, sir. 

Senator Haypen. All right, sir, you may proceed. 

Mr. Farrett. The same may be said as to estimates under section 
303. In these cases, the estimates were even more specific and were 
presented on a program-by-program basis. 


AGGREGATE ESTIMATE FOR LOANS AND PURCHASE AGREEMENTS 


All section 302 and section 303 estimates have been compiled and 


result in a total figure of about $3.9 billion. 

Senator Corvon. That represents over what period of time? 

Mr. Farre.z. Senator, many of these will extend for a long time. 
Some of them will not get under way, if they are approved, until well 
after this fiscal year, and that is one of the reasons that this gross 
tigure can be cut down. 

“Senator Corvon. You reached that in accordance with the particu- 
lar mechanics that you set out in the first paragraph on this page; 
did you? You took experience up to date; modified it in certain re- 
spects, either by reduction or increase, or what have you, and theh 
applied that to your necessities to reé ach $3.9 billion. Is that correct? 

Mr. Farrett. No, sir. The $3.9 billion is the total. We applied 
those factors to get down to a billion. The $3.9 billion is essentially a 
summary of every request which the agencies now think they may 
submit for approval. 

Senator Frreuson. That is within next year’s budget; that is, 
1952. Is that correct? 

Mr. Farrete. They expect to submit them prior to July 1 for con- 
sideration. But many of the programs, by their very size, run over 
several years and may not be approved for quite a long time. 


QUESTION OF ANOTHER FUNDS REQUEST IN FISCAL 1951 


Senator Frrevson. Do you think you will be up here again on this 
item before the 1st of July for a supplemental appropriation, or a 
deficiency appropriation ¢ 

Mr. Farrety. We hope not, sir. There is $400,000,000 of authori- 
zation still remaining, on which application could be made. We think 
not, sir. 
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Senator Frrcuson. Have you any reason to believe that you will be 
up here for further appropriations ? 

Mr. Farreti. We have stated in the last sentence that emergency 
authorization may be requested if the situation warrants, but our 
present estimate is no. 

Senator Frrcuson. That is why I ask you. You see, it is indicated 
now that they want $10,000,000,000 between now and the end of this. 
fiscal year, but the way the figures are coming in indicates they are 
going to need more than that, or that you are going to do this: You 
are going to cut it out of this one and put it in the next year’s budget, 
which will increase the 1952 budget. 

In other words, so that you can end this year with a surplus, you 
will not put it in this year. : 

Mr. Farretu. No, sir. I think, if the defense effort warranted and 
it looked like these items should go ahead immediately, the request 
would probably be made. 

Senator Frrauson. And it would not be held up to try to balance 
this particular budget ? 

Mr. Farrett. No, sir. Our present plans, the way it looks, are that. 
we could get by with a billion, the way these things were scheduled 
through the organization on approvals. But the defense effort would 
not be held up without the request being made. 

Senator Frereuson. All right. 

Mr. Farrety. The figure of $3,900,000,000 represents approvals by 
the Administration as well as estimates received from the reommend- 
ing agencies. The projects covered by these estimates, other than 
those already approved, have not yet been examined by the Adminis- 
trator, and he does not know at this time whether approval will be 
forthcoming. 


BORROWING AUTHORITY INCREASE AUTHORIZED BY SECTION 304 


The sum of $1,000,000,000 in additional borrowing authority for the 
balance of this fiscal year is requested to cover all loans and projects: 
not yet approved. Together with the $600,000,000 already authorized, 
this will total $1,600,000,000 and will be $400,000,000 short of the $2,- 
000,000,000 total present legislative authorization provided in section 
304 of the Defense Production Act. 

The Administrator is asking now for $1,000,000,000; and, in the 
light of requirements which may eventuate before the expiration of 
this fiscal year, it may be necessary to request an emergency authori- 
zation of part or all of the remaining $400,000,000. 

Senator McCietian. Do I understand there that the Congress so- 
far has authorized only $2,000,000,000 for these purposes ¢ 

Mr. Farretu. Yes, sir. 

Senator McCretxan. And, based on your present request here now, 
you will still have $400,000,000 of authorization that is not consumed ; is: 
that right? 

Mr. Farretu. Yes, sir. 
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AUTHORIZATION EXPIRES JUNE 30, 1951 


Senator McCierian. That would go over into 1952; would it? 

Mr. Farrew. I think the act expires on June 30 on most of these. 

Senator McCietian. It expires on June 30; does it? 

Mr. Farretu. Yes, sir. 

Senator McCie.uan. So, it will take additional authorization legis- 
lation to carry on the program beyond June 30; is that correct ! 

Mr. Farrewy. That is correct, sir. 


PURCHASES ABROAD 


Senator ELtenper. Could you give us an idea, percentagewise, how 
much of these funds are being spent on goods purchased abroad ¢ 

Mr. Wipe. That would include only rubber, tin, and cobalt. Co- 
balt very largely comes from South Africa. 

I think those are the three items, sir. 

Senator ELttenper. What about copper? 

Mr. Witpr. Well, the copper program is not in that. 

Senator ELtenper. What I have in mind is this: I would like to 
know what your past operations were, percentagewise, and what is 
contemplated in the future. 

Mr. Wixpe. I would hazard a guess on that, sir, that it will be 
rounded out in terms of not over 10 percent. I am thinking now in 
terms of the $1.6 billion that we are asking for now. 

Senator Ex:ienper. Is any of this money being used to purchase 
foreign oil? 

Mr. Wixpe. No, sir. 

Senator ELtenper. What is it limited to? 

Mr. Wiper. The only purchases we are now making of foreign com- 
modities, if my memory is right, now—and I think it is accurate—are 
in terms of rubber, tin, and cobalt. 


FOREIGN PRICE INCREASES 


Senator ELtenper. To what extent have these products increased 
in price, let us say, in the last year ? 

Mr. Witpe. There has been a very sizable increase, sir, in some 
instances. I believe I am correct in saying that rubber has gone up as 
much as 300-plus percent. 

Senator Evienper. Is that due to a scarcity abroad, or is it due to the 
fact that the countries are vieing with each other for the commodity ? 

Mr. Wipe. Mr. Senator, I think there are a great many factors that 
have led to that increase, among which would be some competitive buy- 
ing from other sources abroad. 

I think that, competitively, knowing that we will need this rubber 
for an enlarged defense program, those that have had the rubber are 
very likely going to demand an increase in their prices. 

Senator eae Is this rubber controlled by individuals in the 
countries from which you are purchasing it, or is it controlled by the 
governments of the countries where the rubber is obtained ? 

Mr. Wie. Senator, I am getting a bit afield from my own personal 
knowledge. I am not expert in this field of rubber buying. 
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Senator Ev.tenper. I would like to know the extent, if you can find 
it, to which the British Government is instrumental in causing the 
materials of war, that will be used not only by others, but by them- 
selves, to be increased in price. 

Mr. Wiper. I would say this: It is my understanding that a large 
percentage of the sources of crude rubber, foreignwise, comes under 
the influence—if you like—of the British. We are sitting down with 
them. When I say “We,” I mean the people who are buying the rubber 
for this country are sitting down with those people in trying to work 
out an orderly procedure to acquire rubber and satisfy our needs, and 
ata fair price. That is with our State Department, sir. 


SYNTHETIC RUBBER ’ 


Senator ELtenper. To what extent do you use synthetic rubber that 
is produced in this country? Do you use everything that is produced, 
or could you make use of it instead of this natural rubber ? 

Mr. Wirpe. Mr. Senator, I will try to answer your question. 

Senator E:tenper. Is there any means by which we can increase pro- 
duction and thereby cut off the necessity of having to buy this foreign 
rubber and thereby make the price go down # 

Mr. Wixpe. There i is a technical question there is to the percentages 
of synthetics of various kinds that you can put, say, into an automobile 
tire. You have to have some crude rubber in there. 

The synthetic plants were started to be reactivated back in Septem- 
ber, and we have pushed that program. We have put it as a top 
priority, getting them going. 

Senator Exzenper. Is it a secret, or can you tell us what the pro- 
duction is now per year ? 

Mr. Wirpe. That information could be made available, sir. I just 
do not know what it is. 

But it is a sizable percentage, and every month we are using more 
synthetic and less crude. 

Senator Ettenper. As I recall, we had developed during the last 
war a capacity almost equal to our requirements. 

Mr. Witpe. That is right, sir. Those plants are now going, sir. 

Senator ELtenper.. And are you trying to reach that goal? 

Mr. Wize. We are pushing to get every pound of synthetic rubber 
that we can get, and it is going right into both the military and civilian 
economy. 

Senator Exienper. I think that the British, as well as all other pro- 
ducers of rubber, ought to know what our intentions are as to the 
future; that we do not intend to close these plants down, but we in- 
tend to keep them going and use synthetic rubber as much as we can. 

Mr. Wie. When represent atives of the National Production Au- 
thority, the Rubber Division, appear before you, sir, they will have 
the details in terms of how much synthetic is used, and how it is being 
used. 

Senator Evienper. You gave us a figure of a 300-percent increase 
in the price. What does that mean, approximately, a pound, do you 
know ? 

Mr. Wipe. I think it is about 80 cents a pound right now, sir. That 
is my understanding. I really do not know the price, sir. 
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Senator ELLENpER. Have you found the same situation with respect 
to prices of other strategic materials, such as tin and cobalt and nickel / 
Have they gone up in price to the same extent as has rubber, per- 
centagewise ¢ 

Mr. Wipe. I think not, sir. .I think, actually, when you touch on 
rubber, that has had one of the largest price rises. 

Of course, there have been price increases on all the commodities. 

Senator E.rtenper. There was a press release a few weeks ago that 
an effort was made to stop stockpiling in the hope that the prices of 
the strategic materials would go down. Are you able to inform us 
as to whether or not there has been a decrease of purchases, and, if 
so, what effect it has had on the prices abroad ? 

(Discussion off the record.) 


ADMINISTRATIVE COSTS 


Senator Haypren. I would like to ask you now a bit about your 
administrative expenses. Would you make a statement with regard 
to them? 

Mr. Wiper. Yes, sir. 

Senator Haypen. Up to this date that has been $550,000 and you 
estimate the cost to the end of the year at $950,000; is that correct ¢ 

Mr. Wuipe. That is correct, sir. 

Senator Haypren. Are you building up the organization ? 

Mr. Wipe. We are, sir. 

Senator Haypen. Have you acquired up to this time the help that 
you feel you really need ? 

Mr. Wipe. That is a continuing problem, Mr. Chairman. We do 
need more help. We have some of the expected problems in terms of 
space and such as that. We are working on it eontinually. We feel 
that the requested $950,000 for the rest of this fiscal year will be 
adequate. 

PERSONNEL 


Senator Eitenver. I notice you have 285 employees. 

Mr. Wipe. We do, sir. 

Senator Etienper. And you want 176 more. 

Mr. Wixpe. ‘That is the way we see it right now; yes, sir. 

Our job is basically a job of direction and coordination, but I would 
emphasize the coordinating aspects of this job because of the many 
agencies involved. 

For the record, Mr. Chairman, I would like to point up one figure 
to clarify it. 

TRAVEL EXPENSE 


On travel, we have indicated in our request for $950,000 an item 
of $155,000 which, on the face of it, is excessive. The breakdown of 
that estimate is actually: Transportation, $30,000; and then per 
diem payments to personnel when actually employed and personnel 
without compensation, who get $15 a day ir travel, $125,000. 

The reason why that appears high is that with the responsibilities 
given to us, which include responsibilities of some other agencies, we 
took the personnel from the other agencies, a good many of them, who 
were what we call WAE’s and WOC’s. 
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Senator Corvon. What do those terms mean? 

Mr. Wipe. “When actually employed,” and “without compensa- 
tion.” That means that in terms of consultants, they get so much a 
day, $25 or $30, $38 a day, plus $15 a day expense money and travel. 
It is a very difficult figure to estimate., 

We are in the process of getting those people on a permanent status, 
and it is an item that will appear, in my judgment, only in this budget. 

We have made it so that we would have the use of those people on a 
continuing basis until we get our organization solidified. 

Senator ELtenper. When did you start that? 

Mr. Wiupr. The middle of January, sir. This was prepared for 
the House hearings in early March. 

Senator Exxenper. Is any work similar to that which you are now 
doing being done by any other agency of Government ? 

Mr. Wipe. I would answer that in the negative, sir; though it is 
something that requires continuing effort on our part to avoid over- 
lapping, because that just makes the job more difficult. 


MEDIUM OF PURCHASES 


Senator Eitenver. To what extent does your organization actually 
purchase goods? 

Mr. Witpe. We do not purchase any goods. We certify and au- 
thorize programs presented to us from other delegate agencies. 

Senator ELtenper. Would it be safe to say that the most of your 
purchases are made through General Services? 

Mr. Wipe. Yes, sir. 

Senator Exnenper. Would you say that all of them are? 

Mr. Witpz. No. RFC does some of its own; tin, for instance. 

Senator Exxenper. Why do you go through RFC rather than 
through General Services? 

Mr. Wipe. Because they have been in the tin business—if you like, 
for the country. 

Senator ELttenprer. And General Services does not handle that; is 
that the only reason? 

Mr. Wipe. That is correct. They have the personnel; they have 
the existing organization to do that. 

Senator ELLenper. Why could not that be done by General Services, 
as is the case with many other commodities that are handled by 
General Services ? 

Mr. Wipe. In my opinion, it probably could be, but I do not know 
the facts. 

Senator Ettenper. Do you know whether or not money could be 
saved by centering all of these purchases in General Services rather 
than having it partly with RFC? 

Mr. Wroe. Honestly, Senator, I just do not have the facts to give 
you on that. 

Senator Ex.enver. What other commodity than tin are you pur- 
chasing from RFC! 

Mr. Wipe. I do not think there is any other commodity, sir. 

Senator Exitenver. So that tin is the only commodity you are 
purchasing through RFC and the rest of it you purchase through 
General Services; is that correct? 

Mr. Wipe. To the best of my belief, that is the fact. 
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And I might say that General Services are—if you like—the fiscal 
and fiduciary agent that draws up the contracts and set the terms of 
payment and the delivery schedules and put in the penalty clauses 
and then follow through on it. 

Senator ELLENDER. Where do you get your information as to what 
is necessary in various departments? For instance, do you consult 
with the armed services, let us say, for their requirements ! 

Mr. Wipe. That is correct, sir. 

Senator Euxenper. Then whatever that requirement is, you review 
it and then put in the order for purchase; is that it? 

Mr. Witoe. In broad measure, the requirements come to us, sir, 
from the military in terms of material, if you like, end items. 

We have an interest in the production schedules, that they are meet- 
ing them, for airplanes, tanks, and such as that. "That is the require- 
ment in the programming end of our job. We are also interested in 
the resources of it. 

Senator ExiLenper. Allocation, too? 

Mr. Wixpe. Yes, sir; we are interested in that. 

In the DPA we are responsible for balancing out and watching the 
over-all requirements in materials and avail: rbility. That is why we 
have been pressing continually for more copper, tin, lead, zinc, and 
such as that. 

Actually, the allocation, both to the military program and to the 
civilian economy, is done by the industry divisions of the National 
Production Authority. 

That is the direct allocations of specific materials to specific 
industries. 

Senator ELLenper. To what extent, if any, do you make allocations 
to foreign governments for use in our defense effort ? 

Mr. Wipe. May we make that off the record ? 

Senator Extrenper. Yes. 

Senator Haypen. Are there any other questions, Senator Cordon? 

Senator Corvon. I have only one. 

I raised the question as to whether you had the legal power to set 
up revolving funds. 

Mr. Farrewy. Yes, sir. 


EXCERPT FROM STRATEGIC MINERALS ACT 


Senator Corvon. I have just investigated the Strategic Minerals 
Act, and, for your information, and for no other purpose—this is my 
only reason for going into it—I would call your attention to section 
98h, title 50, of the United States Code. It is found in the United 
States Code Annotated, in the 1950 supplement. 

That section provides that: 

Any fund prior to or after July 23, 1946, received on account of sales or other 
dispositions of materials under the provisions of section 98-98h of this title and 
section 1623 (b) of appendix to this title, except funds received on account of 
the rotation of stocks shall be covered into the Treasury as miscellaneous 
receipts. 

That exception there in that clause is, I think, broad enough for 
your purpose. I think you had better look into it because I believe 
there is no provision in the Defense Act itself covering it. 
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Mr. Farreizt. We will look into it, sir. 
Senator Corpon. It will be limited, then, to just those rotation pur- 
oses. 

Senator Ex.tenper. Is there anything further ? 

Senator Corpon. Nothing further. 

Senator Etztenper. The committee will stand adjourned until 10 
o’clock tomorrow morning. 

(The committee recessed at 12:05 p. m., Thursday, March 29, 1951, 
to reconvene at 10 a. m., Friday, March 30, 1951.) 





